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NOTES OF THE MONTH 


The Canadian Seamen’s Dispute 


HE background of the docks dispute in Britain is a curious 

one. The affair started not as a trade dispute, but as what 
would be described here as a demarcation dispute between two 
organizations in Canada. But certain negotiations which preceded 
it gave the affair the semblance of an industrial issue. 

As far back as March the Canadian Seamen’s Union which 
appealed to dockers and other workers in Britain for action in 
solidarity was negotiating with the Canadian shipping employers, 
but broke off negotiations arbitrarily on 25-26 March, the day 
before Union representatives were due to meet the employers, 
without giving any reason. On 31 March the strike was proclaimed, 
allegedly for a 15 per cent wage increase and job security. A recent 
arbitration award had maintained the level of wages, but had 
restricted to some extent the practice of ‘feather bedding’, and 
had reduced the pay of a few higher-paid men (estimated to be less 
than 1 per cent of all Canadian seamen) in the big ships by some 
$3-$4 a month. The factor that is incomprehensible in the 
C.S.U.’s handling of the issue is that they had just signed an agree- 
ment for the Pacific coast on terms almost identical with those 
which they declined to sign for the Atlantic coast. 

When the Canadian Seamen’s Union broke off negotiations 
with the employers, the latter turned to the Seafarers’ Inter- 
national Union, which agreed to sign the terms and to supply the 
seamen to man the ships. The majority of the seamen concerned 
have now severed their connection with the C.S.U. and have 
joined the 8.1.U. 

& Britain, as will be remembered, the dispute originated in May, 

Avonmouth, and was followed by a series of strikes at Bristol, 


iverpool, and finally in London. The strikes were organized by 
Communists, and a general headquarters in Britain printed a large 
variety of propaganda and poster material, with men parading the 


321 


























gee 


7 "e267 > + 
te 


MEY 


ae oe een 
ts , 
+ tty 


o 


it 


rt 


wet @é 


; 


322 NOTES OF THE MONTH 


dock areas, declaring the Canadian ships in British ports to be 
‘black’ (i.e., involved in a trade union dispute), and calling on the 
dockers not to work them. 

The dockers, true to a long tradition of sympathetic action in 
support of other trade unionists in dispute with their employers, 
were prey to this skilful campaign prepared long in advance, and 
which they accepted in good faith. The British unions to which 
they belonged, the Transport and General Workers’ Union and 
the National Amalgamated Stevedores and Dockers, did not en- 
dorse their strike action. But the dockers, seeing the ships idle, 
believed the evidence of their own eyes. The voice of the majority 
of the crews of the Canadian ships who were satisfied with the 
settlement, and who did not accept the view that the shipowners 
had broken the agreement, was drowned by the vocal, organized 
minority of Communist opportunists in the crews. 

Some of the work was very skilful. The Communist agents, 
seeing the danger of the label that the dispute was one over 
demarcation, played on the sympathy for the ‘little chap’ by making 
it a fight of a ‘Canadian’ union against an ‘American’ giant, which 
was a distortion of the truth. It was presented as part of a fight in 
the Canadian trade union movement against a reactionary Ameri- 
can trade union. It was only by this kind of misstatement that 
the facts could be avoided. In fact, the C.S.U. was affiliated with 
the S.I.U. until 1945, when it broke away under Communist 
influence after declining to accept majority decisions. The C.S.U., 
far from being the champion of Canadian trade unionism, has 
been expelled by the Canadian Trades and Labor Congress (a 
national centre in Canada corresponding with the T.U.C.). 

The International Transportworkers’ Federation, which is in 
the best position to secure information on the dispute, considered 
the matter from the standpoint of its affiliated deep sea and docks 
organization. Its General Council, meeting in Antwerp on 13 and 
14 May 1949, unanimously approved the decisions of its Manage- 
ment and Seafarers’ Sectional Committee to withhold support 
from the Canadian Seamen’s Union strike. It said two significant 
things: 

Had the members of the Canadian Seamen’s Union been properly 
and honestly informed about the matters at issue, and about the 
negotiations and conciliation carried on on their behalf, they would 
not have responded to the strike call. Whereas in Canada, where the 
true facts are known, the manning and loading of ships is not inter- 
rupted, emissar.es of the C.S.U. and others are trying, by misrepre- 
senting the facts, to incite dockers and seafarers to support the strike 
in foreign ports. 


Concluding that the conflict was not an industrial issue but 
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part of a political campaign, the I1.T.F. urged affiliated unions not 
to be drawn into it and endanger the economy of European 
countries against which it was directed. 

Thusastrike discredited in Canada came to be exported to Britain. 


Breakdown of the Four-Power Agreement on Berlin 


Despite the announcement on 5 May of the agreement reached 
at New York between the Western Powers and the U.S.S.R. to 
lift restrictions on traffic and trade between the Eastern and 
Western Zones of Germany, and the affirmation of this agreement 
in the communiqué issued at the end of the Council of Foreign 
Ministers’ meeting in Paris, there is still no unhindered flow of 
traffic or trade across the zonal border. 

The New York agreement, it will be remembered, provided for 
the removal by the U.S.S.R. and the Western Powers of all 
restrictions imposed since 1 March 1948 on communications, 
transport, and trade within Germany. On 12 May the first lorries 
and trains set out from the West for Berlin, and by the 14th 
discussions on the resumption of trade had been reopened. The 
talks continued during the session of the Council of Foreign 
Ministers, but by 15 June only separate reports on the failure to 
reach agreement in Berlin could be sent to them, the Western 
Powers having refused to make more specific promises on trade 
facilities than the Russians were willing to make on transport. 

These inconclusive negotiations were accompanied by an 
irregular flow of road traffic through the Russian check-points, by 
a hold up of rail traffic—aggravated by the strike of Berlin railway 
workers—and by a further warning of Soviet exercises in the path 
of the air-lift. 

The Russians had therefore not obtained the guaranteed flow of 
goods which they desired, nor had the flow of traffic reached the 
level at which the West aimed, when the Council of Foreign 
Ministers came to its last meetings. The final communiqué, 
issued on 21 June, reaffirmed the New York agreement, which had 
not yet been successfully operated, and recommended further 
Four-Power consultation on trade and transport problems in 
Germany. 

Negotiations began afresh when the Deputy Military Governors 
met in Berlin on 28 June to discuss consultative machinery, and 
they have been continued in the meeting of the Berlin command- 
ants and the discussions between technical experts. Comple- 
mentary talks on inter-zonal trade were reopened in Berlin between 
Germans from the East and West on 7 July, but were interrupted 
a week later. During this second series of negotiations, traffic 
conditions have been no more satisfactory from the Western view- 
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point than during the previous series. Although rail traffic was 
resumed at the end of June, after the Berlin railwaymen had gone 
back to work, road traffic was seriously disrupted on 10 July 
when the Russians closed to Berlin-bound traffic all the zonal 
crossing-points except Helmstedt-Marienborn. At this point 
Allied traffic remained unaffected, but lorries carrying goods for 
Berlin were delayed, ostensibly for thorough checks, and at one 
time a queue eleven miles long was formed. By 14 July this ‘little 
blockade’ was lifted at Marienborn, but not at the other road 
crossing-points. 

It is clear that theussians strongly desire to resume trade with 
the West, but they are reluctant to open their zone too widely 
to Western influence or currency, or to lay aside their blockade 
weapon. On the other hand the Western Powers refuse to permit 
trade with the East until they have a written agreement on access to 
Berlin which would prevent the imposition of another blockade 
by the same methods as were used in 1948. The free flow of traffic, 
which the New York agreement sought to establish simultaneously 
with a flow of trade as a preliminary basis of negotiation, has been 
used by the U.S.S.R. as a bargaining counter. The successful 
conclusion and observance of a new agreement for a modus 
vivendi in Germany as a whole, and in Berlin in particular, will 
depend on the abandonment of this technique. 


The Belgian Parliamentary Elections 


The Belgian elections, held on 26 June, showed a definite swing 
towards the Right, with Christian Social and Liberal gains and 
heavy Communist losses. But though the Christian Social Party 
achieved an absolute majority in the Senate, it failed by two seats 
to do so in the Chamber. Hence the subsequent difficulties in 
forming a coalition Government. 

Those difficulties have centred chiefly round the issue of King 
Leopold’s return. During the electoral campaign much of the 
propaganda of all parties was directed towards this issue. It may 
therefore be worth recalling that the immediate reasons for the 
breakdown of the previous Christian Social-Socialist coalition 
were economic ones, and concerned differences between the two 
parties on the taxation of industrial profits and on economic 
planning. Though these issues may have been temporarily ob- 
scured during the fever of the electoral campaign by the more 
spectacular one of the King’s return, they nevertheless obviously 
remain fundamental. At least some sections of the Christian 
Social Party—for example, those with trade union affiliations 
would probably deprecate the econemic consequences of a govern- 
mental set-up whereby the Socialists were placed in the Opposi- 
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tion. Thus economic considerations cut across existing party 
alignments on the issue of King Leopold. 

The following table shows the present division of seats in the 
Chamber, as compared with the results of the 1946 election: 


1946 1949 
Christian Social Party .. - ib 92 105 
Socialists ke se as “s 69 65 
Liberals - wil ins one 17 30 
Communists * us ie en 28 12 


This is the first time that women have voted in Belgium, and 
the Christian Social gains are no doubt due to some extent to this 
factor (2,705,182 men and 2,930,270 women had the right to vote, 
and about go per cent voted). These gains were especially notice- 
able not only in the Flemish provinces, as had been expected, but 
also in Wallonia—even in Liége—where they were quite unex- 
pected. On the issue of the monarchy, the Christian Social Party 
is solidly in favour of the King’s return, even if he were then to 
abdicate in favour of Prince Baudouin. The Liberals are about 
evenly divided, half being in favour of King Leopold’s return and 
wanting a referendum on this question, while the other half are 
against his return and reject the idea of a referendum. The 
Socialist Party oppose both return and referendum, and say that 
the King should abdicate; although some of the rank and file 
would be willing to put the matter to the vote, especially in 
Flanders. Here the King might find a few supporters even among 
the Socialists. The striking Liberal successes, which suggest a 
return to the pre-1946 position, probably derived less from the 
Party’s rather ill-defined attitude towards the monarchical issue 
than from the fact that the Liberals gained the vote of all the 
‘mécontents’ in Brussels and elsewhere. 

At the time of writing a new Cabinet had not yet been formed. 
M. Van Zeeland’s attempts to form a coalition with the Socialists 
and Liberals having proved unsuccessful, other Catholic leaders, 
MM. van Cauwelaert and Eyskens, were asked to investigate the 
situation. ‘Twenty-three Senators have also still to be co-opted, 
before the final composition of the Senate is decided. This is an 
important factor, as the final vote on all matters lies with the 
Senate. It seems unlikely, however, that the Christian Social 
Party will lose its absolute majority there. 


Municipal Elections in Holland 


The results of the municipal elections held in Holland during 
June showed little change in the position of the two largest parties 
in the country, the Catholic People’s Party and the Labour Party, 
but confirmed the trend of Communist losses and Liberal gains 
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which was already observable in the general eiection of July 1948. 

In Holland the communes in which these municipal elections 
take place possess at present only a small degree of local autonomy 
—they are, for example, no longer responsible for local housing 
problems, as was the case before the war. Consequently special 
local factors are liable to play a bigger part in the municipal than 
in the general elections, and, conversely, party alignments have 
somewhat less weight than in the parliamentary elections. For this 
reason the first post-war elections, of May 1946, which were 
both parliamentary and municipal, afford a more valid standard of 
comparison than the general election of last year. But all these post- 
war election results show a steady trend of Communist losses and 
Liberal and Calvinist gains. As the three Calvinist parties are 
Conservative, and the Liberals in Holland are also well to the 
right of centre, the general indication is one of gains for the 
parties of the Right. In each of the main towns of Rotterdam, the 
Hague, and Amsterdam the Liberals increased the number of 
their seats, and in Rotterdam and the Hague the Communists 
sustained considerable losses. Only in their chief stronghold, 
Amsterdam, did they to some extent maintain their position, 
though even there the heavy Communist poll of a quarter of the 
total votes showed a reduction, and the Labour Party is now the 
strongest in Amsterdam. This party in general maintained its 
position through gains from the Communists, which made up for 
Labour’s losses to the Liberals. 

In order to view these latest Dutch municipal elections in some 
perspective, it may be of interest to recall the general political 
picture in Holland since the war. ‘The representative body govern- 
ing the people of the Netherlands is the States General, consisting 
of the Second Chamber of Parliament, with 100 seats, and the 
First Chamber (or Senate), with 50 seats. The following table 
shows the present strength of the various parties in the Second 
Chamber, by comparison with the pre-war situation: 


1937 May 1946 Fuly 1948 

Catholic People’s Party 7a va 31 32 32 
Catholic National Party (Mr Welter) — ~- I 
Labour Party ‘ sl 23 | 

Christian Democratic Union Se 2} 29 27 
Progressive Democrats 6 

People’s Party for Freedom and 

Democracy (= Liberals) . . aa 4 6 

Christian Historical Union (Protestant) 8 8 9 
Anti-Revolutionary Party (Calvinist) 17 13 13 
State Reformed Party (Calvinist) .. 2 2 
National Socialist Movement + 4 (in 1935:8) = = 


Communist Party .. - os 3 10 
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The Catholic People’s Party is very large and includes strong 
wings on both Right and Left, as well as the main block in the 
Centre, for nearly all the Roman Catholics in the country vote 
Catholic. It is today far less conservative than in pre-war years. 
Between the two World Wars the Catholics frequently formed a 
coalition with the two ‘parties with the Bible’, the Anti-Revolu- 
tionary Party and the Christian Historical Union (the small 
group of State Reformists was more rigid and remained outside). 
Of these coalition Governments, the four under Dr Colijn are the 
best known. Since the Liberation, however, there has been a 
Labour-Catholic coalition Government. The present Labour 
Party is somewhat different in character from its predecessor, the 
Social Democratic Party, as the latter had the support of Christian 
and Progressive Democrats and a few Catholics and Christian 
Historicals who, generally speaking, reverted to the folds of their 
original parties in the 1948 election. That election showed a slight 
loss for Labour and an increase for the Progressive Liberals. The 
new (Liberal) People’s Party for Freedom and Democracy, led 
by the Foreign Minister, Dr Stikker, and Rotterdam’s Mayor, Dr 
Oud—a former Progressive Democrat who joined the Labour 
ranks immediately after the Liberation—is not socialistic. It has 
gained considerable support owing to Labour’s mistakes. 

These factors explain why the Catholic Party last year rejected 
a continuation of a two-Party Ministry in coalition with Labour. 
Moreover, the revision of the Constitution, which had to be 
undertaken last year in order to provide for the union of the 
Netherlands and the United States of Indonesia under the Crown, 
required a two-thirds majority vote in Parliament, and this render- 
ed necessary the support of either the Liberals or Christian 
Historians. In the event, both these parties joined the Government 
formed after last year’s election, which was presided over by Dr 


Drees (Labour), but formed by the Catholic President of the 
Chamber, Dr van Schaik. 
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THE EUROPEAN PAYMENTS SCHEME: 
NEW VERSION 


HE European Payments Scheme set up as part of the Mar- 
shall Plan is one of the most complicated and least compre- 
hensible parts of the vast structure through which American aid 
has been canalized to serve the needs of the recipient countries in 
Western Europe. To understand the workings of this piece of 
machinery, and in particular to appreciate the wider issues which 
were involved in the recent amendment of the Payments Scheme, 
we must go back to the early months of the Marshall Plan in 1948. 
It will be recalled that Europe’s demands for dollar assistance 
from the United States had been calculated, by the countries which 
responded to Mr Marshall’s offer, on their prospective deficits with 
the Western Hemisphere, that is, on the deficits that would have 
to be met directly in dollars. That was the basis on which the 
participating countries made their request for aid from the United 
States, and it was also the basis on which the Organization for 
European Economic Co-operation in its turn divided the $4,756 
million of dollar aid which was made available for the period 
July 1948 to June 1949. 

It was not long, however, before the more obvious defects of 
this restriction of Marshall aid to the task of meeting Europe’s 
deficit with the dollar world became apparent. It was soon realized 
that the devastation of war and the unevenness of its impact and 
of the rate of recovery among belligerent countries had resulted 
in almost as great a disequilibrium in the balance of payments 
between the European countries themselves as in the global 
balance of payments between Western Europe and the Western 
Hemisphere. 

For a time this intra-European disequilibrium did not manifest 
itself with any great urgency. Trade between European countries 
in the immediate post-war period was, for the most part, settled 
through bilateral payments arrangements. These provided con- 
siderable overdraft facilities extended mutually by the parties to 
each of these agreements. The agreement between Great Britain 
and Belgium, for example, provided that each country would hold 
the other’s currency up to a given figure, any excess accumulation 
over that figure being convertible into gold. This meant that each 
country was prepared to give the other one a temporary overdraft, 
and that only if the amount of this overdraft was exceeded would 
payment in gold be demanded. Most payments agreements negotia- 
ted between European countries after the war conformed to this 
pattern. 
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During 1946 and 1947 the overdrafts established under these 
agreements were in fact being utilized, and, in addition, a certain 
amount of payments in gold began to take place as between 
European countries. These last operations were possible partly 
because there were still substantial free gold reserves in Europe 
at that time, but also because lend-lease termination credits from 
the United States, the big U.S. and Canadian loans to Britain, and 
other inter-governmental operations of this kind provided a 
reasonable flow of dollars and thus protected European gold 
reserves and made them available for intra-European transactions. 
By the closing months of 1947, however, these facilities out of 
which the surpluses and deficits in intra~-European trade had been 
met were beginning to give out. Intra-European trade was slowly 
contracting. 

This development was soon found to be one of the main 
obstacles to the process of European reconstruction which the 
Marshall Plan was intended to foster. The basic objective of 
Marshall aid was to make the countries of Europe independent of 
abnormal assistance from the United States. As it was working 
out in the early phases of that programme, the assistance was 
having an exactly contrary effect. France, for example, was apply- 
ing for dollar aid from the United States to finance imports of 
agricultural machinery at a time when supplies of such machinery 
were available in the United Kingdom but could not be obtained 
because France’s means of making payments to Britain had been 
temporarily exhausted. One answer to this problem would have 
been for the United States to sanction a larger volume of off-shore 
purchases in Europe, i.e., to make Marshall dollars available for 
one European country to finance its purchases with another. 
This would have made Marshall dollars available to finance French 
purchases of Belgian steel, for example, just as they have been 
provided for British purchases of Canadian wheat. An ‘offshore’ 
sa is a purchase made outside the United States, but with 
dollars provided under the Marshall Plan. These have normally 
been restricted to the Western Hemisphere. Although some 
operations of this kind were in fact sanctioned in Europe, it 
was decided in the United States that the problem of intra- 
European trade should not be solved in this manner but that the 
answer should be found in an intra-European payments scheme 
devised by the European countries themselves. ‘There was a strong 
body of opinion in Europe which was similarly opposed to an 
extension of off-shore purchases in Europe, deeming it undesirable 

it the dollar should be introduced into European trade in this 

inner, 


Discussions on this problem of intra-European disequilibrium 
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and of the machinery that would have to be set up to handle it took 
place in the autumn of 1948 and led to the agreement for Intra- 
European Payments and Compensation which was signed on 
16 October 1948 by the Ministers of sixteen European Govern- 
ments and representatives of the Bizone and French zones of 
Germany and of the free territory of Trieste—that is, by the nine- 
teen who form the O.E.E.C.’ 

The negotiation of this agreement became an inherent part of 
the operation by which the first annual instalment of Marshall aid 
was distributed among the European countries themselves. On 
American initiative, and against no little resistance on the part 
of some of the participants, this task was left to O.E.E.C. The 
rough apportionment of Marshall dollars in accordance with the 
deficits of the participating countries with the Western Hemisphere 
remained intact as a result of this formal distribution. But the 
distribution became fundamentally affected by the decision of the 
participating countries to extend to one another contributions in 
respect of their mutual surpluses and deficits. In this way the 
Western Hemisphere and the overall payments deficits of the 
participating countries were dealt with by a combined operation. 
The countries co-operating in the European Recovery Programme 
did to one another as the United States were doing to them. They 
gave away their mutual surpluses as outright grants, the link with 
the Marshall Plan being preserved by calling part of their direct 
aid from the United States ‘conditional’ grants, i.e., conditional 
on an equivalent amount being passed on to their colleagues in the 
European Recovery Programme. The global amount of these 
contributions and drawing rights for each of the participating 
countries and their effect on the effective aid received by them is 
shown in the table on page 331. 

The drawing rights established by each country for the period 
1 July 1948 to 30 June 1949 are shown in the table on page 332. 

It should be realized that these drawing rights were established 
on the basis of estimates made by the representatives of each 
country in the course of a series of highly complicated bilateral 
negotiations which took place in the late summer of 1948 in Paris. 
The principle had then been accepted that the contributions given 
under the European Payments Scheme would in fact be outright 
grants and that the drawing rights used by the debtors would be 
taken as gifts. This in itself was bound to influence the complete 
objectivity of the estimates. Some countries, impressed by their 
own difficulties, were intent on diverting as much Marshall aid as 
possible to themselves by inflating their prospective deficits with 


1See “The Problem of Intra-European Payments’, in The World Today, 
March 1949. 
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00k E.R.P. DOLLAR AID AND INTRA-EUROPEAN PAYMENTS SCHEME 
tra- JULY 1948—JUNE 1949 

on INTRA-EUROPEAN PAYMENTS SCHEME 
mn- Country Total Total 
; of dollar Drawing Drawing Net dollar 
| aid rights rights receipts(+) and net 
ine- granted received under European 
IE.P.S. aid 
t ‘~ in millions of dollars 
alc 
On Austria ae ou 215 3 67 + 64 279 
part Belgium-Luxembourg 248 219 II — 208 40 
The |) Denmark .. bs 109 5 12 + 9 116 
the France “ i 981 10 333 +323 1,304 
Germany: 
here Bizone aie ma 41! 109 99 — 10 401 
the French Zone sf 99 15 16 + 1 100 
the Greece ‘se al 145 — 67 + 67 212 
iS in |) Iceland - ae 5 — = = 5 
the Ireland re = 78 — coon = 78 
the Italy + . 555 47 27 — 20 535 
Hion. Netherlands a 470 11 83 + 72 541 
nme Norway et - 83 16 48 + 32 115 
“hev Portugal a 4 _ —- _- aa — 
with Sweden ry a's 47 35 10 — 25 22 
; Switzerland .. — — — — 
= | aT 18 — _ — 18 
ional Turkey Ks a 40 29 17 — 12 28 
a the United Kingdom .. 1,239 320 30 —290 949 
these Commidity Reserve. . 13 _— —_ — 13 
—- Totals .. 4,756 818 818 + 565 4,756 
— other E.R.P. countries. The estimates of intra-European balances 
334 of payments tended, therefore, to be somewhat vitiated. This 
ane fault would have been of little moment if provision had been made 
— either for revision of the drawing rights in the course of the first 
weg year of the agreement or else for the possibility of transferring the 
_ drawing rights established under the agreement within the group 
piven of E.R.P. countries. No such provisions were, however, made in 
right | the first version of the intra-European Payments Agreement. The 
Id be contributions and drawing rights were rigidly fixed for the whole 
iplete | duration of the twelve months in question, and it was provided 
their t the drawing rights could be exercised only in the creditor 
aid as untry which had made the corresponding contribution. 
a These features of the first version of the intra-European Pay- 
Today, | ments Scheme constituted serious defects. The scheme was 
sentially bilateral in character. It did nothing to encourage the 
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freeing and multilateralization of trade in Europe, or the opening 
up of European economies to the healthy blast of price competition. 
A debtor country, having been granted drawing rights on a given 
creditor country, would naturally go out of its way to use those 
rights up to the hilt, since this was one way of diverting to itself 
a larger part of Marshall aid than it would otherwise get. In these 
attempts to exercise drawing rights to the maximum, scant atten- 
tion was paid in the last resort to matters of competitive prices. 
It was on these two defects of the scheme, its excessive bilateralism 
and its disregard for price and cost equilibrium, that the experts of 
E.R.P. countries and the representative of the U.S. Economic 
Co-operation Administration in Europe focussed their attention 
when studying the possible amendments of the scheme prior to 
its renewal on 30 June 1949. 

The principal aim of the reformers was to make the scheme 
more flexible and at the same time to make it serve the purpose of 
a lever in re-introducing the element of effective competition in 
intra-European trade. Many alternative suggestions were pro- 
pounded within the body of O.E.E.C. experts who had the 
amendments to this scheme under discussion for some months 
prior to the renewal date of 30 June 1949. The basic feature of 
most of these proposals was to make the drawing rights established 
under the scheme freely transferable within the group of O.E.E.C. 
countries. The United States experts, speaking for the Economic 
Co-operation Administration, went one better and suggested that 
the drawing rights established under the Payments Scheme should 
also be convertible into dollars. The intention of these proposals 
was primarily to open up the European economies to the full blast 
of price competition, not only within Europe itself but from the 
United States. The convertibility proposal put up on American 
initiative would have meant, for example, that if France had been 
allocated drawing rights by Britain, France should be free to 
convert these into dollars and spend them on American goods. 
The net effect of that would have been to deprive Britain of the 
conditional dollars she would have obtained as a counterpart of 
her contribution to France, and to canalize those dollars directly 
from the United States to France and thus by-passing Great 
britain. 
In interpreting this American initiative two possible motives 
ay be detected. The first was to compel European countries to 
store cost and price equilibrium with those in North America 
d thus remove disparities in relative price levels which some 
United States experts have for some time past regarded as one 

the principal obstacles to continued economic recovery in 

rope. By laying Europe open in this way to the full force of 
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U.S. competition, immediate pressure would have been brought 
to bear on the countries of Europe, whether by devaluation of their 
exchange rates or by deflation of their cost structures to remove 
these disequilibria. The other possible explanation of the American 
move was that it would open up export markets in Europe for 
hard-pressed American manufactures of consumer goods. The 
possible interpretations of this move need not be pursued further, 
since the American suggestions, having met almost unanimous 
opposition within the group of E.R.P. countries, were formally 
dropped in the final stage of the discussions that led to the new 
version of the intra-European Payments Scheme. 

This left the ring clear for the fight on the chief remaining 
issue, that of the transferability of drawing rights within the group 
of O.E.E.C. countries. The protagonists of the maximum of 
freedom in intra-European trade were in favour of the maximum 
of transferability of these rights. The British representatives fought 
the principle tooth and nail. The British objections were based on 
considerations of the immediate practical implications of trans- 
ferability and also on points of principle. Among the former was 
the possibility that transferability of drawing rights might cost 
Britain gold at a time when no spare gold was available for adven- 
tures of this kind. 

This loss of gold might occur in one of two ways. If the Payments 
Agreement in its new version continues to function along the 
bilateral lines followed in its first version, and if British contribu- 
tions to France, for example, are made available in sterling drawing 
rights to that country, the transfer of part of these drawing rights 
to a country like Belgium would have the effect of increasing 
Belgium’s holding of sterling beyond the present convertibility 
point and would thus put Belgium in the position of extracting 
gold from Britain. If, on the other hand, the conditional aid 
provided by the United States against contributions granted to 
one another by European countries were in effect put into a pool 
to be competed for by the European countries, the transferability 
of drawing rights from Britain to Belgium, in accordance with the 
example just cited, would mean a similar loss of dollars to Britain, 
since the U.S. aid in question would by-pass Britain and go direct 
to ie The British attitude to transferability of drawing 
rights has thus been conditioned firstly by the low state and falling 
tendency the gold reserve, and secondly by a tacit admission 


that in present conditions British prices are non-competitive even 
within the intra-European context, and that free transferability 
of drawing rights would in fact mean that European countries 
would transfer their rights on Britain and exercise them elsewhere. 


The British objection to transferability on grounds of principle 
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is of somewhat more subtle character. The British case is that such 
flexibility would further not expansion, but a contraction of 
European trade. The reasoning leading up to this conclusion is 
based on the contention that if dollars are to be competed for and 
obtained as a result of building up surpluses in intra-~-European 
trade, the countries in question will secure their objective not only 
by the desirable means of expanding their exports to one another, 
but by the far easier and undesirable means of restricting their 
imports from one another. This point of view was clearly ex- 
pounded by the Chancellor of the Exchequer in the statement 
which he made to the House of Commons on 4 July 1949 on the 
intra~-European Payments Scheme. He pointed out that if drawing 
rights were transferable, the creditor countries in Europe would 
be compelled to cut down their grants in order to make sure that 
they were spent on their own goods. Having granted drawing 
rights, the creditor, he said, would also restrict his purchases from 
the debtor country so that the latter would be short of the creditor’s 
currency and thus be more certain to use up the whole of the 
credit granted for purchases from the creditor, leaving no balance 
to be transferred to some other country. This led the Chancellor 
to conclude that ‘it is obvious that the introduction of any further 
gold or dollar element into intra~-European payments is bound to 
be restrictive in its effect on trade’. 

It is possible to criticize this use of words. It is not the introduc- 
tion of gold or dollar payments which would be restrictive of 
European trade, it is the continuing disparity in prices and produc- 
tion in Europe. When there were no such substantial disparities, 
and when the gold standard was in operation, the introduction of 
gold as an ultimate means of settling international balances was 
never deemed to be a restrictive element in international trade. 
On the contrary, it symbolized the stability of a system of inter- 
national payments and the confidence in its various component 
currencies. Thus it provided a real measure of encouragement to 
the development of international trade and finance. 

These British objections, however, found a sympathetic echo in 
certain E.R.P. quarters, and had in any case to be duly considered 
if the rule of unanimity in arriving at major decisions within the 
new O.E.E.C. was to be upheld. The French delegation in these 
payments talks provided a bridge between the two wings, the one 
calling for complete transferability and represented by Belgium 
with American backing, and the other demanding the maximum 
of rigidity and represented by Great Britain. Monsieur Petsche, 
the French Finance Minister, suggested a compromise under which 
only 40 per cent of the drawing rights established under the new 


version of the scheme would be transferable, while 60 per cent 
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would be operated in the strictly bilateral manner that had been 
applied to the whole of the drawing rights in the first version of 
the scheme. In the subsequent negotiations in Paris this percentage 
of transferable drawing rights was further whittled down to 
twenty-five. On this aspect of the problem it was further agreed 
that conditional aid from the United States should in fact follow 
the drawing rights. If, for example, 25 per cent of the drawing 
rights that will be granted to France by Great Britain in the coming 
year are transferred to Belgium, a corresponding amount of con- 
ditional dollar aid will be transferred by the United States from 
Britain to Belgium. In this way the principle of transferability 
of drawing rights has been recognized, but its application has been 
restricted with due regard for its effect on Britain and on the British 
gold reserve. 

The related problem which had to be considered in the Paris 
negotiations on the revision of the payments scheme was that of 
Belgium’s special position within the group of E.R.P. countries. 
The peculiar, and, it must be added, enviable position of Belgium 
is that in the twelve months to 30 June 1950 she has in prospect 
a surplus with her E.R.P. partners which should amount to the 
equivalent of at least $400 million, or more than twice her pros- 
pective deficit of $200 million with the Western Hemisphere. This 
fact made it impossible for Belgium to make grants under the new 
payments scheme adequate to cover her European surpluses in 
accordance with the technique of the first version of that scheme. 
Had Belgium done so, she would have established drawing rights 
on her of $400 million, and would thereby have become entitled 
to conditional aid from the United States to the extent of $400 
million, or twice as many dollars as she needed to cover her 
Western Hemisphere deficit. All would have been well if Belgium 
had not been compelled to spend those dollars; if, in other words, 
conditional grants could have been given in the form of free dollars, 
part of which Belgium would have been able to add to her gold 
and dollar reserve. But that is still too much to ask of the U.S. 
Congress. The Marshall aid legislation now before Congress 
makes no provision for any such allocation of free dollars. Marshall 
dollars in the second year of the plan will, as in the first, be ear- 
marked to actual commodity transactions. 

The way out of this impasse is being found by an agreement 
under which Belgium is to cover the $200 million difference 
between her surpluses with the O.E.E.C. countries and her 
deficits with the Western Hemisphere in two ways: as to $874 
million, by long-term credits which are to go to Britain, France, 
and the Netherlands; and as to the balance of $1124 million, in 
free dollars which are to be obtained out of the pool of E.C.A. 
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dollars for the second year of the Marshall Plan and as a deduction 
from the allocations going to the other countries. 

In this way the consequent loss of dollars to other E.R.P. 
countries, including Britain, has been limited. In addition, how- 
ever, it is possible that drawing rights may be transferred to 
Belgium. In order to limit the consequent loss of gold Belgium has 
agreed that when such transfers have been made to the extent of 
a total of $40 million they are to cease. This is equivalent to 
saying that Belgium agrees that her surplus with other E.R.P. 
countries will not exceed $440 million. If this is to be the actual 
figure, it will be financed as to the first $200 million by conditional 
grants equal to Belgium’s deficit with the Western Hemisphere, 
as to the next $1124 million by free dollars provided in accordance 
with the Paris agreement, as to $874 million by long-term credits, 
and as to the remaining $40 million by further conditional grants 
which will follow transfers of drawing rights up to this figure. 

These are the broad lines of principle on which agreement was 
reached in Paris just before zero hour for the new payments 
scheme struck at midnight on 30 June. These principles have yet 
to be hammered out into a detailed second version of the intra- 
European Payments Scheme. Before that can be done, one very 
essential preliminary has to be completed: U.S. Congress must 
register its final vote on the appropriation of funds for the second 
year of Marshall aid. Without that no final allocation of Marshall 
aid between the participants can be made, and no final commit- 
ments undertaken as regards the extension of contributions and 
drawing rights within Europe. The eggs are still unhatched. 
Another minor point at issue is the position of Switzerland, which 
is not a participant in the first version of the intra-European 
Payments Scheme, but which, it is hoped, may be induced to come 
into the new scheme. 

The publicity and the headlines gained by the discussions which 
led to agreement ‘in principle’ on the new form of the Payments 
Scheme probably led to exaggerated ideas of its importance as a 
factor in the sterling area gold and dollar reserve situation. The 
amount of gold that may be lost in the coming year as a result of 
the partial transferability of drawing rights to which agreement 
has now been given cannot be more than £10 million. By the same 
token, the effect of the amendments of the Payments Scheme on 
the equilibrium of prices in Europe is unlikely to be as marked as 
the protagonists of transferability had hoped. Only a minute pro- 
portion of intra~-European trade is likely to feel the impact of the 
transferability of drawing rights now that the proportion to which 
this applies has been cut down to 25 per cent and that Belgium, 
the main prospective recipient of these transfers, has set a further 
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yy absolute limit to the amount she is prepared to receive in this way. 

Like all compromises, the new payments scheme leaves a great 
deal to be desired, and will be criticized by both wings of the 
protagonists that negotiated it. What can, however, be claimed for 
it is that in every respect it is an improvement on the first version 
of the scheme. It should continue the good work which that first 
version, with all its defects, unquestionably achieved, namely, 
that of rescuing intra~-European trade from forces which in 1947 
and 1948 threatened to throttle it. But the final sentence of the 
verdict on the Payments Scheme must surely be an expression of 
impatient and uncomprehending amazement at its complexity. 
Is such tortuous subtlety really necessary to accomplish the 
basically simple objective of getting normal and healthy trade 
moving within Europe? The more one studies these complexities, 


a the more one is filled with reverence for the old mechanisms of || 
international trade and finance through which these problems | * 
appeared to solve themselves with beautiful automaticity. 

P. B. 
(is 
io) MALTA 
'S A POLITICAL AND ECONOMIC SURVEY 
Lote 5 
(i? Is the autumn of 1947 self-government was restored to Malta. 
i* Though twenty thousand people failed to register as electors, 
tm 5 seventy-five per cent of the 140,000 who did—a high proportion 
ts < in a community which still contains too many illiterates—voted 
ie 2 and returned a Labour majority to the single-chamber National 
{= Assembly. The Assembly meets in the tapestried Chamber where 
iz ; the Knights of St John once held their deliberations. The tapes- 
[ tries, sent by Louis XIV from Gobelins to Grand Master Perellos, 


show gorgeous scenes of African wild life, and so the Chamber has 
been re-named ‘the Jungle’ by the lively political journalists of 
Valletta; for sessions have been turbulent. Dr Boffa’s Cabinet 
controls a Labour Party majority of twenty-four in an Assembly of 
forty members, representing the islands of Malta and Gozo. 
Leading the Opposition is one of the more colourful figures in 
Maltese politics, Dr Enrico Mizzi, well-known before the war for 
his love of Italy and his intimate acquaintance with Mussolini. 

Dr Mizzi’s Nationalist party, much less daring and unfriendly 
to Great Britain than it used to be, is still, with seven seats, the | 
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strongest of the Opposition groups. But Nationalist influence 
among electors has not increased since 1947, and is never likely 
to secure a parliamentary majority. The Democratic Action Party 
is frankly right-wing, and has little in common with the National- 
lists—emphatically not an Italophile past. It is the only other 
Opposition party of any size, and after the next election in 1951 
will probably command more than its present four seats. Already 
it gives a more effective lead to the Opposition than does Dr Mizzi. 
The best-selling daily newspaper is The Times of Malta. In the 
words of its editor, Miss Mabel Strickland, it supports the 
Government in power, and criticizes its actions with moderation. 
Malta’s most prominent journalist, Joseph Olivieri-Munro, used 
to edit The Times of Malta, and now runs his own weekly, The 
Nation, devoted almost entirely to politics, faithfully Catholic, and 
fiercely critical of the leftist group of the Labour Party. The Nation 
often crosses swords with The Dawn, Labour’s own bilingual 
paper, which has just lost its editor, Roger Ellul. 
Ellul was dismissed for his part in raising the most significant 
political issue since Labour came into power. The Government 
has so far been unable to reduce the heavy indirect taxes which 
keep the cost of living high for the average Maltese worker’s pay 
packet of £3 or £4 a week. On the other hand high death duties 
have been introduced, and, in 1949, an income tax which does not 
much affect the worker but takes, for instance, {75 from the civil 
servant with {500 a year, {200 from the doctor with £1,000, 
and {400 from the business man with £1,500. Old age pensions 
at twelve shillings a week, on a non-contributory basis, have been 
introduced, and not before they were needed. The number of 
beggars is not necessarily a good index to poverty among the old, 
and Malta has fewer than neighbouring Sicilian towns. But even 
with pensions there are still too many people begging on the 
streets of Valletta and Floriana. Early this year The Dawn and 
the left wing of the Labour Party were making loud demands for 
further social legislation in the form of a national health service. 
There are many Maltese who would welcome a health service, 
but who feel that it cannot be afforded at present. Among them 
is the Minister of Finance, Dr Colombo, and he made his view 
clear in his Budget speech in March. It was known that the two 
extreme left members of the Cabinet of eight—Dr Schembri 
Adami, Minister of Health, and Mr Mintoff, Minister of Recon- 
struction—wanted the scheme, and believed that it could be 
afforded by pressing the Imperial Government to renew its food 
subsidies, which were discontinued in March. By the middle of 
\pril Dr Colombo’s attitude to the health scheme was being so 
sharply criticized both in The Dawn and on the Executive and 
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General Committees of the party that he resigned office. This was 
recognized as a protest against outside interference with ministerial 
policy and indeed against the disloyalty of Dr Schembri Adami 
and Mr Mintoff towards the Cabinet in which they sat. For 
several days the cafés of Kingsway were in a flutter over this 
crisis, and Dr Colombo only resumed his portfolio when the Party 
Executive was brought to give him an unconditional vote of 
confidence. His two dissentient colleagues apparently gave a 
guarantee that they would toe the line in future. 

No-one who moves ‘on Kingsway’ can fail to notice the good 
humour and genuine personal attachment that exist among 
leading Maltese politicians of all parties. Yet it would be wrong 
to suppose it was a storm in a small tea-cup that centred around 
Dr Colombo. For him, as for the rest of the Cabinet, the decision 
to shelve the health scheme was hard to make, but the islands 
have too many essential—and expensive—tasks ahead before even 
this badly needed reform can be accomplished. The Government 
is planning in 1949-50 to put in an automatic telephone ex- 
change, to carry out vital road repairs, to build a perimeter high- 
way round Valletta—but why not, ask many Maltese, round the 
whole Grand Harbour area?—and to open new revenue-producing 
markets. Maltese restoration of war-damaged buildings has been 
remarkable. Wherever one goes are great piles of blocks of the 
yellow sandstone in which all Malta is built, and barefooted 
stonemasons are doing one of the hardest days’ work in the world. 
Yet there is no telling how long and how much money it will take 
merely to build up what has been knocked down. Valletta and the 
western suburb of Sliema are still disfigured by widespread ruins, 
and no more than a substantial beginning has been made on 
Floriana or the celebrated Three Cities of Senglea, Cospicua, and 
Vittoriosa, which were all but totally devastated. 

In five years’ time, it is calculated, the War Damage Fund of 
£30 million which Malta has received from Great Britain will be 
exhausted. The fund is practically certain to prove inadequate to 
repair all that the bombers wrecked. Some Maltese suggest that 
Mr Mintoff is spending too little of the fund on straightforward 
rebuilding, and too much on such projects as the Perimeter 
Road and the demolition of the slums of the Mandragg. It is even 
doubted whether the Minister of Reconstruction has a sound 
knowledge of the expenses in which he is involving the Govern- 
ment. 

Behind Dr Colombo’s reluctance to embark on further spending, 
and the widespread Maltese feeling that Great Britain has inter- 
preted less than generously Mr Churchill’s promise that Malta 
would be repaid ‘every penny’ of what war had cost her, is the 
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realization that after 1954 the national income will drop by one- 
fifth. That income, counting the annual {3,500,000 absorbed from 
the War Damage Fund, is about £18,500,000. The fund will run 
dry in 1954, after which only {15 million can be relied on as 
things are at present. A quarter of this £15 million comes from 
agriculture, and a tiny fraction from exports of Maltese lace, 
cotton, building stone, beer, and onions. By far the highest pro- 
portion of the national income is earned by dockyard and airfield 
labour and by the retailing of food, clothes, entertainment, and 
luxuries to the Armed Forces. To plan social services and a full 
employment programme, to budget for 1955, will be out of the 
question unless the Service Departments are able to specify their 
labour demands for some years in advance. This uncertainty 
about the economics of the future makes the War Damage Fund 
even more precious in Maltese eyes. Doubts and difficulties are 
crowned by the phenomenal increase of the population by 8,000 
a year. Malta and Gozo have 300,000 inhabitants today. In 1955, 
even allowing for emigration at its present rate, they will have 
325,000 or more. Unless the national income is increased, there 
will be poverty on a massive scale. 

A few more statistics will illuminate Dr Colombo’s problems. 
Revenue during 1949-50 will be {5.3 million, of which {1.8 
million derives from investments, fees, fines, lotteries, sales of 
land, rents, and grants from the Colonial Development and Wel- 
fare Fund. The rest, £3.5 million, will come from taxation, 
practically all of it from customs duties on imported goods, but 
{250,000 from income tax. Thus 194 per cent of the national 
income is paid in taxes to Government—about f11 8s. 54d. from 
every head of the population. Even with the new income tax, 
expenditure in 1949-50 will exceed revenue by £200,000. And 
revenue prospects are becoming gloomier. The receipts from 
duties on spirits and tobacco, confectionery, and luxury goods are 
slowly floundering, because both visitors and Maltese customers 
are buying less in the shops. Income tax in 1955 should reach a 
peak of £500,000, but it would be unsafe to assume a revenue by 
then of more than {5 million. Additional expenditure will have 
risen sharply, notably on old age pensions and State-assisted sea- 
passages for emigrants, but also on education, hospitals, pensions, 
and road maintenance. Dr Colombo hopes that this rise can be 
in part offset when the need ends for food subsidies and for 
spending money on governmental control of housing and food 
supplies. Expenditure by 1955 will be not less than {5.5 million a 
year, leaving a minimum annual deficit of £500,000. That deficit 
will coincide with the exhaustion of the War Damage Fund, and 
with the consequent increase from 194 per cent to 25 per cent in 
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the proportion of taxation to national income. And so Dr Colombo 
has not only the most serious reasons for opposing an expensive 
national health service; he has to lead the Government and the 
nation in a great drive towards new ways of earning. 

There is undoubtedly a case for a supplementary contribution 
to the War Damage Fund; but even if the Imperial Government 
gave {10 million more, the wolf would be back at Porta Reale, 
so to speak, by 1958 at the latest. Clearly, emigration will have to 
be intensified. Dr Colombo is already budgeting for a grant of 
£200,000 a year to help those who are leaving for Australia under 
the scheme arranged between the Maltese and Australian Govern- 
ments. At present barely three thousand Maltese a year are going 
to Australia, and it is sad for Malta that the Australians naturally 
insist on hand-picking their recruits, and so draw away much of 
the best skilled labour. A fair number of emigrants drift across 
to the countries of the North African littoral, but the grand total 
of people leaving for Australia, for Africa, and (very few) for 
America is far below the reasonably safe minimum of 8,000 a year. 

The possibility of industrial expansion has to be considered. 
Maltese natural resources are poor. All industrial equipment and 
nearly all consumer goods must be imported. Nevertheless, there 
are hopes of stepping up the volume of the island’s exports. Much 
more lace could be made and sent abroad. The traveller from 
Valletta to Mdina sees springing up rapidly under his eyes the 
gigantic new brewery of the Simonds-Farsons-Cisk firm. Maltese 
beer, of a light, lager type, is good enough to appeal to some 
redoubtable English palates. The Government has reversed the 
blunder of two years ago which reduced the tariff on imported 
beers. ‘Cisk’ and ‘Blue’ face tough competition from Danish 
Carlsberg and Dutch Amstel. The duty on these went down in 
1947 from 50 per cent to 25 per cent. Now it is back at 40 per cent. 
The Wembley Stores of Valletta, well-known for their fine three- 
decker ice-creams, have started two new lines in manufactured 
foods—salami and mortadella, which in the past Malta had to 
buy from Italy. Light industries of several kinds might be develop- 
ed, and the Government is proposing to exempt the new firms of 
the future from income tax for their first few years. This will be 
at the cost of revenue, but it is a sensible move which might have 
been applied also to enterprises opened just before income tax 
came in. Malta has wonderful natural harbours, but their port 
facilities, relying on lighters, are too costly and out-of-date to 
compete successfully with rival Mediterranean entrepéts. Here 
again, Dr Colombo insists, there must be development soon. 

Five thousand acres of reasonably good arable land lie idle in 
Malta. The Government has planted experimental farms on 
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lands unused before. More could be done, both by State experi- 
ment and by private initiative, given long leases at encouraging 
rates. The soil of Malta is light and stony. The scanty rains 
quickly drain through it, the unceasing winds easily erode it. 
Maltese farming must have more reservoirs and a big extension 
of the present inadequate system of irrigation conduits. Although 
the annual rainfall is under sixteen inches—except for last winter’s 
record deluge of twenty-six inches—there is enough water to 
sustain a flourishing Maltese agriculture, once modern engineering 
comes to the rescue. In April and May the rich green of some 
valley bottoms shows what can be done. There are already deep 
wells, worked by pumping, to demonstrate that large supplies of 
water could be brought up from the lower strata. The land cries 
out for the construction of dams, not only in the valleys but also 
on higher ground. There is a risk that some of the Department of 
Agriculture’s experiments will cost too much. The bacon of Malta, 
for example, is of first-rate quality, but highly expensive to 
produce since too much fodder has to be imported. 

Milk, except for goat’s milk, is very scarce, and the experimental 
farms have gone all out to grow cattle feeding-stuffs, but, mistaken- 
ly it seems, have concentrated on lucerne. The same plot of land 
will yield four or five crops of lucerne a year; but five lucerne 
reapings are not equal in weight even to one normal crop of red 
clover, which can be sown with little labour on unmanured land. 
Lucerne needs manure. It must be weeded in winter, and watered 
all through spring and summer. The water and work used on this 
expensive crop would be better diverted to market gardening, the 
branch of Maltese farming which it would be simplest and most 
profitable to intensify. 

The Maltese working man lives on bread, fish, vegetables, 
olives, and wine, with little meat. The day’s main meal will be of 
kawlata or minestra, the national vegetable dishes, and vegetables 
are now so scarce and dear that a home-made course of minestra will 
cost a shilling a head. This is uncomfortably dear for the housewife 
with the typical family of half-a-~dozen robust youngsters. ‘The 
heavy cost of vegetables is due not merely to scarcity, but in part 
to the uncontrolled auctioneering of farm produce at the pitkali, 
or wholesale markets. Prices at the pitkali were controlled during 
the war. Nowadays there is control only of the price charged by 
the retailer, who therefore has a struggle to make his living. 
Maltese cauliflowers at four shillings the ratal’ were left high and 
dry on the stalls after a recent ‘invasion’ of sevenpenny Sicilian 
cauliflowers. Some foodstuffs are subsidized, no longer from Great 
Britain, but exclusively from the Maltese taxpayer’s pocket. The 

A ratal=14 ozs. 
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Services enjoy the benefit of these subsidies without paying for 
them; and Mr Mintoff thinks that Great Britain should be asked 
for new subsidies. In the long run, a good water supply and not 
the subsidy is the means of enriching the soil of Malta. 

In that soil few trees grow, the olive and the carob thriving best. 
It is hard to be sure that much of the land to be reclaimed will 
grow new trees. Characteristic of it are the abandoned rifle and 
gunnery ranges on the high table-land in the west, ending in 
splendid sheer cliffs which are a delight to the fossil-hunter, as 
the clear deep waters at their foot are a paradise for the more 
daring bather. But these are stony, arid places, exposed to search- 
ing winds. Vines would be a better proposition for them than 
olive-trees. There are many similar sites—at Mellieha, Ghajn- 
tuffieah, and Marfa—where the soil could be saved from being 
washed or blown away by terracing, an art well understood in 
this land of stones, and by the planting of vines. The boulders and 
rubble for terracing are at hand everywhere. Assuredly there are 
no woodlands left to be destroyed for vine-growing, for De Nardo, 
the Italian viticulturist, uprooted in 1929 hundreds of irreplace- 
able trees in the little stretch of parkland called Boschetto. Maltese 
wines are good enough to be popular at home, but abroad they 
would be thought to have too much strength with too little 
subtlety. And the Maltese who dines in the smart Kingsway or 
Sliema restaurants will usually order Chianti or Lacrimae Christi 
at five shillings the bottle rather than save a shilling on the local 
‘Melita’. The wines of Malta and Gozo vary so much from village 
to village that a vintage system is impossible. ‘Melita’ might find 
a small market in the United Kingdom. It would cheer the cold 
comfort of many a common-room or club dinner, but to stand a 
chance of improving its present position in Britain it would 
need a specially low duty to keep down its price. Otherwise, its 
native market is good. It can command three hundred thousand 
unfashionable tables, and to produce more of it is desirable. 

For the visitor starved of the minor luxuries of life in the United 
Kingdom, Malta is still a land of plenty. The brightly-lit windows 
of hundreds of little shops in the narrow streets of Valletta or 
along the sea front at Sliema are crammed with cameras, fountain 
pens, tinned fruit and chocolate biscuits, good tweeds and poplins, | 7 
nylons at nine shillings a pair, and sturdily-made children’s toys. | 7 
It is the serviceman whom the anxious shopkeeper wants chiefly 
to attract, and Malta has become since the war a centre for the 
re-export of these goods to Great Britain. This trade is not likely 
to flourish indefinitely. Already shelves are getting overcrowded 
with stock, as some home shortages grow less severe. This year’s 
imports of luxury goods will be strikingly smaller than in 1948. 
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Moreover, the naval man wanting to send a parcel home will 
shop, if he can, in Gibraltar, where import duties are minute. 
The Maltese duties are solid enough to take away much of the 
pleasure of not having to pay purchase tax. Tobacco and drinks 
have a steadier sale in Maltese shops; the best brandy can be 
bought without trouble for thirty-five shillings; and there is always 
Benedictine or Cointreau at a pound a bottle in the bar round the 
corner. 

Many Maltese cherish the hope that their islands may become 
a popular holiday resort. Malta has an advantage over countries 
where the British tourist is limited to his {50 allowance. But the 
journey by sea is long, and can be rough. By air, the expense is 
high. Overland it is easier; but the traveller will be tempted to 
stop at so many places on the way. But Malta has its own appeal. 
Valletta is one of the stateliest of European cities. Few people 
will not be moved by the might of its fortifications, by the tapes- 
tries and sculptures and silver chancel-gates of St John’s Cathedral, 
and by the Auberge de Castille in the moonlight. The manu- 
scripts of the Royal Library, and the brilliant frescoes and fine 
armoury in the Palace of the Grand Masters, will bring the lover 
of history here. The Maltese have put great energy into the 
restoration of their historic treasures, which suffered cruelly from 
bombing. Mdina Notabile, the old walled capital high up in the 
centre of the island, is almost entirely a city of the fifteenth century, 
with a more than mediaeval peace, and enchanting views from its 
battlements across to the sea. The neolithic remains at Tarxien 
excited every philistine who saw them. Marsa-Xlokk is the perfect 
‘old-world’ fishing village. There are excellent bathing beaches. 
Gozo is an island of character and beauty. Yet if tourists are to 
come here in fair numbers, there is so much to be improved. 
Sliema has a few good hotels, notably the new Astra; Valletta 
very few indeed, though its Phoenicia, built since the war, would 
grace the Via Veneto in Rome. Only one Valletta hotel looks on to 
the panorama of the Grand Harbour and the Castle of St Angelo. 
Plenty of Maltese people are willing to hear good opera or a new 
play, but apart from a few ‘occasions’, organized by the Maltese 
Cultural Institute, the Virgil Society, or the British Council, one 
has to fall back on rather old films in cinemas whose seats are 
matched for hardness only by those of the island’s very slow 
buses. A great tragedy of the air raids was the destruction of the 
Royal Opera House. Before the war it had glittering seasons of 
Italian opera, and visits from the Old Vic and the Dublin Gate 
players. For the good of the tourist trade it ought to be rebuilt 
at once. An investment equally sound would be the development— 
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but not the vulgarization—of the little seaside town of Mellieha. 
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Cool and green even at the height of summer, Mellieha lies in the 
placid west of Malta, and from it Gozo may be reached in an hour. 
In their time, the islands have fascinated scholars and painters, 
and retired servicemen have settled down in them. Changes of 
the right kind would be sure to swell their numbers. 

The crisis that threatens in 1955 will be grave. Malta is the 
world’s second most densely populated country, and this density 
had its beginnings with British rule. For her very existence, Malta 
depends on being the naval and air base of a Great Power; but 
she can no longer live by the Armed Forces alone. It is not enough 
to say—in this rigidly loyal Catholic community—that the Maltese 
must learn to keep their own numbers down. In any case, the 
Commonwealth has here a rich well-spring of reliable, energetic, 
European man-power, only microscopically infected with Com- 
munism. The Maltese will tell you that as a nation they paid no 
heed to the Italian blandishments of the 1930s, and that the last 
thing they want these days is to become a distressed area of 
Sicily! They are proud of their George Cross, and conscious that 
the Commonwealth owes them a great debt for what they endured 
during the war. Their future needs call for careful attention. 
August is the season in Malta for the scirocco, the hot, damp wind 
that blows from Africa. The scirocco has curious psychological 
effects. It makes one feel pessimistic and querulous. But there is a 
far unkinder wind whose first gusts are now putting Malta ill at 
ease. 

L. H. B. 


COMMUNISM IN MALAYA 
BACKGROUND TO THE FIGHTING 


| HE Malayan Communist Party (which it will be convenient 

to refer to hereafter as the M.C.P.) was founded secretly in 
the early nineteen-twenties. In those days the Governments both | 7 
of the Colony and of the Federated and Unfederated States | 7 
enforced the Registration of Societies, a measure which was | | 
designed to control the activities of Chinese Secret Societies, and 
since the M.C.P. never applied for registration—which would in 
any case have been refused—it was from its inception an unlawful 
association, and developed on those lines. Also, despite its name, it 
has always been an almost exclusively Chinese organization, and 
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attempts to enlist the support of Malays and Indians have largely 
failed owing to its Chinese bias; though it is true that since the last 
war not only have more of the other races been recruited but also 
some of the more extreme Malay nationalist societies have been 
used to further Communist ends. There is no evidence of any 
specific direction either from the U.S.S.R. or from the Chinese 
Communists in the foundation or subsequent activities of the Party, 
but the whole inspiration comes from Moscow and the Party has 
always followed orthodox Communist doctrine, with all that that 
implies, and regards the Kremlin as the oracle. 

The organizers worked with the fanatical diligence which seems 
to be the common characteristic of all Communist executives, 
and the Party grew steadily in strength in the time between the 
wars. As if to prove its orthodoxy, it even had a purge in about 
1930, with the usual wordy self-criticism; and by 1937 it was 
strong enough to take a major part in a serious wave of strikes. All 
its activities, of course, had to be secret, for mere membership of 
the Party was a legal offence, and although the short term of 
imprisonment which it entailed was nothing to worry about, and 
was indeed probably regarded as an honour, there was always the 
danger of deportation to China, a fate which Malayan Chinese 
regard with horror. Consequently the Party had plenty of oppor- 
tunity to learn all the arts of ‘underground’ organization and 
internal security, which by the time of the Japanese invasion they 
had already developed to a high degree. 

The outbreak of war in Europe must have put the M.C.P. 
leaders into something of a dilemma. They had been energetically 
pursuing an anti-Japanese policy, and had been the moving spirits 
behind the quaintly-named ‘Anti-Enemy Backing-up Society’ 
which had given some trouble by its too vigorous enforcement of a 
boycott of Japanese goods among the Malayan Chinese. And 
suddenly their heroes in the Kremlin concluded a pact with Japan’s 
ally and the apostle of Fascism. It is an indication of their loyalty 
to Moscow that they at once proceeded to ignore the obvious 
interests of their fellow-Chinese and began a campaign to retard 
the Allied war effort by fomenting labour unrest in the tin and 
rubber industries. In this they were only partially successful, and 
when Russia was attacked by Germany they of course changed 
their line completely and presumably began to discuss among 
themselves co-operation with the Malayan Governments. 

‘The next landmark was the invasion of Malaya. Within a few 
days of this the M.C.P. approached the Malayan Governments 
with an offer of all-out co-operation against the common enemy, 
and the offer was accepted. There was clearly no other course 
open. ‘To have refused such an offer at such a time would have 
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meant not only neglecting one of the strongest means of organizing 
Chinese resistance but also risking the rise of a kind of third force 
opposed to both belligerents. The offer was put in the hands of an 
organization which was already concerned with underground and 
guerrilla activities in Malaya, and within a very short space of time 
Communists were being trained in guerrilla warfare and planted in 
parties with instructions to organize Fifth Column activities of all 
kinds behind the advancing Japanese lines. In this way some two 
hundred Chinese Communists were trained and planted, and they 
were supplied with a fair amount of small arms and explosives, 
though not enough to equip more than their own parties. These 
Communists were seen at once to be first-class guerrilla material, 
extremely keen and well-disciplined, and the regular mobilization 
of them by the Communist High Command showed what a 
degree of organization the Party had by then obtained. 

The Party had already decided that upon it had fallen the sacred 
duty of organizing resistance throughout the whole of Malaya, 
and it lost no time in setting measures on foot to that end. The 
narrow Party line was ostensibly abandoned, and people were 
invited to join a Malayan anti-Japanese Resistance Army, which, 
in view of the large numbers of young men who had been thrown 
out of work and the inspiring example of the guerrillas in China, 
had no lack of recruits. By the time of the fall of Singapore units 
of this army were already in being and had had some brushes with 
Japanese troops behind the front line, and a search had been 
organized for arms abandoned on the battlefields. In course of 
time a good many rifles were collected, many of which were 
dredged from the Slim River and rendered serviceable by in- 
genious improvizations. 

The fall of Singapore was followed by a blank space of a year 
and a half during which events in Malaya were almost completely 
unknown to the West; but in the summer of 1943 officers of 
Force 136 were landed in Malaya by submarine with instructions 
to gain contact with any Resistance forces there might be and 
establish a liaison. They found an organized and potentially 
formidable Resistance movement already in being under Com- 
munist auspices, consisting of a fighting force encamped in units in 
the jungle, with a strength of some 3,000, and an outside under- 
ground organization which was responsible for intelligence and the 
maintenance of the fighting force. The latter object was achieved 
by methods of extortion of the same kind as are now being used 
by the bandits, but in view of the anti-Japanese feeling of almost 
the entire Chinese population it can be assumed that payments 
were then made much more willingly. The Resistance movement 
was still confined to the Chinese—a separate Malay force was 
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organized a good deal later under British auspices. There was also 
a rival movement among the Chinese organized by the Kuomin- 
tang, but this was less well-armed and disciplined and was con- 
fined to North Malaya; it fought against the Communists at least 
as much as it did against the Japanese. 

The ostensible abandonment of the Communist Party line had 
of course been only a temporary ruse. The force was now out and 
out Communist, and each little encampment was a Communist 
forcing-house, run on textbook lines with a Political Commissar 
wielding equal authority with the military commander. The rank 
and file, mostly young uneducated boys of the labouring classes, 
had no escape from an unending spate of Communist propaganda 
which even to them must have seemed overdone at times. At any 
rate a good deal of the windy rhetoric was wasted, for, in the 
opinion of the writer, not more than half of these white hopes of 
the Party responded to the call to arms against the British in 1948, 
and that in spite of the considerable danger involved in remaining 
non-belligerent. (Admittedly the number of bandits now is as high 
as, or higher than, the number of guerrillas then in arms, but the 
present army includes many new recruits, as well as the members 
of what was then the outside organization, which consisted cf 
trusted Communists and was not included in the figure of 3,000 
given above.) The military training given to these guerrillas was 
not of a high order, and it is obvious that the Party has improved 
this very greatly in the present uprising. And they were only 
armed in a very scratch way. But the system of security and sec- 
recy was extremely good, indeed so good as to lead to a lack of 
efficiency in other directions. The basis of it was that no person 
ever knew more than was absolutely necessary for him to know in 
the execution of his particular duty. It is this system which makes 
it so difficult now to obtain information even from apparently 
important leaders who are captured. They simply do not know. It 
is a system of universal mutual mistrust which is an occupational 
disease of Communists and renders them so unacceptable in 
normal human society. 

This mistrust was of course extended in generous measure, and 
perhaps not without reason, to the British officers of Force 136, 
though they were treated with the utmost courtesy and considera- 
tion. In the end an agreement was arrived at by which the guerrilla 
army undertook to ‘co-operate’ with the Allied Command for the 
duration of the war and also during the period of military occupa- 
tion which must follow it. It undertook to receive liaison officers in 
all its units and accept tactical orders from Allied H.Q. In return, 
5.E.A.C, was to arm and equip the guerrillas. This was the sum 
total of the agreement. It was entirely a military arrangement, and 
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the political angle was never even discussed. It is necessary to 
mention this because there has recently been some talk of secret 
commitments by the British authorities covering the post-war 
period. There was never anything of the kind. 

It was not till early 1945 that anything could be done to translate 
the agreement into action, but from the time that Malaya came into 
effective aircraft range of Ceylon, British liaison officers, together 
with supplies of all kinds, began to be dropped by parachute on 
guerrilla camps all over the Malayan jungle. The period from May 
to August 1945 was one of great activity in Malayan skies, and 
when the Japanese surrendered, over 300 British officers had been 
dropped and some 3,500 guerrillas had been armed, clothed, and 
very largely fed in addition. (This takes no account of parallel 
operations dealing with Malays and the Kuomintang guerrillas, 
which are not relevant here.) Each guerrilla unit had a liaison 
officer attached to it who was responsible, among other things, for 
the communication of orders from S.E.A.C. to the local com- 


manders, and the whole scheme had reached a state of organiza- | 
tion which makes it reasonable to assume that if there had been a | 
second Malayan campaign the guerrillas would have given a good | 
account of themselves. But it is interesting to note here, in view of 


the present troubles, that one of the chief difficulties encountered 
by the liaison officers was the local leaders’ fear of getting into 
trouble with higher authority, and their consequent reluct- 
ance to take responsibility for any decision. In this respect a 
totalitarian system seems even worse than a democracy. 

After the Japanese surrender there was a most unfortunate 
hiatus of several weeks before the first landing of Allied troops. The 
guerrillas came out of the jungle, with their liaison officers, and 
proceeded to make themselves responsible for law and order in the 
country. As far as the organized fighting units were concerned, 
especially those who had got used to their liaison officers, they 
carried out the task reasonably well, but of course there were a 
large number of people in the outside organization, as well as all 


sorts of miscellaneous bad characters, who were armed; and in the | 


general state of lawlessness a veritable reign of terror began in 
many districts, which was a useful lesson to many in what a Com- 
munist administration might mean. Suffice it to say that in a few 
weeks the Communists lost a very large part of the undoubted 
goodwill and respect they had gained by upholding the flag of 
resistance throughout the long years of occupation. It is worth 
noting, also, that even at this time the Communist influence in 
the towns was slight. It is only in the countryside, where policing 
is difficult, that they have been able to establish themselves. 
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during which the Communist Party had undertaken to co-operate 
with the authorities. It would be natural to assume that this 
agreement was not worth the paper it was written on, but as a 
matter of fact it was a valuable agreement in that it acted as a 
distinct check on any overt hostile move on the part of the Com- 
munist armed force, which in view of its well-armed condition was 
still a force to be reckoned with. The Communists kept the letter 
of the agreement in this respect, the guerrillas retained their 
discipline, and in the end disbanded and handed in their arms, 
which is a testimony to some very adroit handling of a difficult 
situation. The belief is very general that the present insurgents are 
all carrying arms generously donated to them by Force 136, and 
one well-known ex-Malayan has written of the guerrillas ‘refusing 
to hand in their arms’. Nothing could be further from the truth. In 
point of fact the arms collected from the Communist guerrillas 
considerably exceeded what had been issued to them. It would be 
possible to discuss at length where the present supply comes from, 
but the writer would prefer to confine himself in this respect to 
what he knows, and to say that the only Force 136 arms now held 
by the insurgents are those which were ‘lost’ in dropping, and 
subsequently found and salted away for later use. 

Despite, however, this show of co-operation, which was 
undoubtedly dictated by the tactical situation, the M.C.P. never 
had the slightest intention of honouring the agreement in spirit. 
From the moment of the Japanese surrender it shifted its fire to 
the new target, the British authorities. By all sorts of means it 
created the maximum number of difficulties for the Administra- 
tion, and it was helped very greatly by the well-meant relaxation of 
such few restrictions as had previously existed on the freedom of 
association. ‘The Registration of Societies was in abeyance, and 
with it the registration of trade unions. A law legalizing trade 
unions, but requiring their registration, was in fact on the statute 
book before the war, but the Military Administration was in no 
position to enforce this law, and bogus trade unions sprang up in 
hundreds all over the country in a matter of days, none of them 
constitutional and all of them created and controlled by the M.C.P. 
Later, it is true, a few genuine trade unions were formed, but in 
general the legacy to the Civil Administration was a whole host of 
Communist cells masquerading as trade unions. The intention 
was to gain control of the whole labouring class of the country, 
and by that means bring about chaos and the Communist State. 

lt must have seemed a pretty rosy prospect for the Party. There 
were all sorts of troubles to work on, constitutional, economic, 
and racial. Communists, unfortunately, all work like beavers, and 
they made a terrific effort in this bid to gain control. They went 
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underground again—they were never happy as anything but a 
secret society—and closed down nearly all their open offices, but 
they kept their striking force alive, in the form of ex-comrades’ 
associations, which exercised a rigid discipline on their members. 
They formed Youth Corps and Women’s Associations. They 
started newspapers. They fanned every little flame of discord. 
But fortunately they could not find or create in Malaya the food on 
which the Communist virus feeds—general discontent. In spite of 
the troubles and difficulties which beset the Administration during 
the post-war years, the great mass of the population remained 
fairly contented, and utterly indifferent to politics. And after all 
their efforts, and after two general strikes which seemed to have 
been successful but were in fact only achieved by wholesale intimi- 
dation, the Party had, in 1948, to admit to itself that it had failed. 
The resort to open insurrection was a confession of that failure. 

Not that violence as such was a sudden decision. A violent 
revolution was always part of the programme, and was planned 
with considerable care and foresight during the years following the 
war. Arms and stores were collected by devious means and hidden 
away, methods of mobilization were arranged in detail, a shadow 
military organization was maintained, and jungle camps for the 
accommodation of guerrillas were built in a great network all over 
the country, exceedingly well designed both for concealment from 
the air and for defence from the ground. Indeed, so many of these 
camps have since been discovered that it is clear that each unit was 
to have several at its disposal, so that it could move from one to 
another at will, a measure which shows how well the Party had 
profited from wartime experience. 

But the actual decision to resort to violence must have been 
made when it was realized that the civil campaign had failed, and 
that Communist influence among the ranks of labour was rapidly 
on the wane, as it was in the early months of 1948. The decision 
was announced clearly enough in fiery speeches made at the 
conference of the Federation of Trade Unions in Singapore in 
March, and the violence began in May. And here a fundamental 
weakness of the Communist organization in Malaya was revealed. 
It was essential for a movement of this kind, unsupported by any 
great popular feeling, to begin with a decisive coup d’état; and 
it would seem that such a coup would have been easy enough to 
arrange in the unprepared state of the country’s defences. ‘There 
was nothing to prevent the murder of scores of unprotected 
planters and miners on a pre-arranged day, as well as the complete 
disruption of all communications. Such a blow might have had 
very serious consequences indeed. Instead, not only were there 
verbal warnings but also an outbreak of arson and petty violence 
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before the first big attack, when three European planters were 
murdered along the Lintang Road in Perak. It may be that the 
Communists were still not quite sure of themselves, and hoped to 
test the public reaction to violence before committing themselves 
too deeply; but subsequent events seem to make it more likely that 
their failure to start off with a shattering blow was due to a weak- 
ness in their own central direction. Their policy is directed by a 
Central Executive Committee which meets from time to time and 
issues instructions to the branches, but this body is not in con- 
tinuous session and has no permanent staff. Consequently it 
confines itself to general direction on policy and ignores detail, 
which is left to the individual commanders. The latter, while 
being entirely subservient to the Central Executive, and held 
rigidly to account for their actions, have no conception of the 
general picture, and are indeed kept in complete ignorance of what 
is going on in neighbouring areas. Add to this a communication 
system which is so secret that it takes no advantage of posts, 
telegraphs, or even main roads, and it is not difficult to understand 
why the Communist ‘army’ failed to push home its initial advan- 
tage, and why its subsequent activities have often seemed muddled 
and inconsistent. 

The local commanders are the backbone of the terrorist 
organization. ‘They are well-trained, skilful, and brave. They 
have the courage of the fanatic, and will die rather than give in. 
It is they, and the small band of fanatics gathered round them, 
that have come to be known as ‘the hard core’ that is making the 
struggle against them so difficult and long-drawn-out. With only 
one standard of value, the interest of the Party, there is no appeal 
which can reach them and no infamy to which they will not stoop, 
except that of betraying the Party. Fortunately their numbers are 
small, even in comparison with the number of terrorists now in 
arms, which itself is only about one for every thousand of the 
population. There is food for thought in the consideration that so 
small a number could have deluded themselves into imagining 
they could stage a popular rebellion, as well as in the fact that they 

succeeded in creating such a problem for the forces of law and 
order. 

Around the commanders and the ‘hard core’ are grouped the 
run-of-the-mill bandits. These consist in great measure of the 
former anti-Japanese guerrillas who have been recalled to the 
colours, willy-nilly. Many of them have no heart in the game and 
would be glad to get out if they dared. But they have good reason 
to know that desertion means death, and that even if they succeed 
in escaping into police custody they cannot enjoy police protection 
all their lives. Even so some have surrendered, and have told of 














rm eserme o * 
wet es we 


SINIVERNIEEY Ci Bol rtiiem ty 
a7 ba © Rae : 2 


ee ee ed or 





354 EASTERN EUROPE’S ECONOMIC PLANNING 


their friends who would like to do the same if they dared. Along 
with them are many new recruits, some of whom have joined from 
conviction or in hopes of plunder, and some of whom have 
actually been ‘pressed’ from the villages or deluded with false 
promises. A good proportion, also, are congenital thugs, such as a 
movement of this nature always attracts, who are out for plunder 
and rapine for its own sake. In a document captured in Johore a 
local commander complains that his recruits are nothing but a 
bunch of blackguards. 

Such is the picture of this motley ‘army’ that has been painted 
by Communists in this country as the spearhead of a nationalist 
movement. It is abominated in Malaya by Malays, Chinese, and 
Indians alike. It supports itself by extortion, and expresses itself in 
callous and brutal murder. The fight against it is long and difficult, 
but to those in Malaya there can be no doubt as to the rights and 
wrongs of the struggle. 


B.N.R. 


THE PEASANT IN EASTERN EUROPE’S 
ECONOMIC PLANNING 


A CRITICAL EVALUATION OF COMECON POLICY 


HE vocabulary of portmanteau words has recently been 

enriched by a further addition: ‘Comecon’. This abbrevia- 
tion denotes the Council for Mutual Economic Assistance, 
founded in January of this year, and composed of representatives 
from Soviet Russia, Poland, Czechoslovakia, Hungary, Rumania, 
Bulgaria, and Albania, It is, in fact, the economic counterpart of 
the political Cominform, but excluding the Western countries 
(France, Italy, and the Russian Zone of Germany) whose Com- 
munist Parties are represented on the Cominform. Its purpose is 
to strengthen and co-ordinate economic relations between the 
member countries, which are already firmly linked by political and 
diplomatic pacts. It was created as a reply to the economic 
organization of the West, as a deterrent against the temptation to 
accept any Marshall-like offers, as a means of co-ordinating the 
various long-term plans of the countries concerned, and as a 
channel for enforcing the boycott of Yugoslavia. 
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Two further features must be mentioned. On the one hand, the 
Comecon represents, economically and politically, Eastern 
Europe as it is today—that is, it represents the framework of 
Russian domination into which these different countries fit, quite 
apart from their geographical position. This is why neither 
Finland nor Yugoslavia is represented on it, although they 
qualify both by their geographical and their economic char- 
acteristics; while Czechoslovakia is included in it, although her 
characteristics are structurally different. On the other hand, 
Comecon embodies that particular economic doctrine which 
asserts that the economic structure of a nation can be radically 
changed through socialist planning, irrespective of the essential 
demographic basis. 

It is from this last point of view that Comecon comes into con- 
flict with the methods of economic demography. The scientific 
approach to complex economic, financial, and social problems 
provides the only real possibility of examining the situation of a 
country, and especially of countries in which, as in Eastern Europe, 
the population factor, its growth, and its economic maladjustment 
play the principal part. Economic policies are legion, and are 
open to experiment. During the last ten years the countries of 
Eastern Europe have in this respect been subjected to two phases 
of experiment on the part of their powerful neighbours. First 
they were the victims of self-interested economic exploitation by 
the Nazis. Now they are being subjected to politically-enforced 
partnership in the more ambitious economic and social planning 
of the U.S.S.R. This planning takes no account of the demo- 
graphic structure or of the permanent problems inherent in the 


economy of Eastern Europe: the specific problems of a peasant 
economy. 


THE PROBLEM 


The crucial economic problem which faced the countries of 
Eastern Europe between the wars was the contradiction between 
a low national production and a growing population. Production 


‘Despite these differences, it seems reasonable to include Czechoslovakia 

r consideration in this study. She is politically integrated within the region, 
nd certain inter-satellite industrial projects, such as the agreement with 
Poland over the common development of the Ceszin (Tieszyn) industrial area on 
the frontier, link her economically with her neighbours. Moreover Czecho- 

)vakia, in common with the other satellites, is committed to finding a rapid 
method of economic progress. In modern statistics of real national income 
she shows a figure of 455 International Units per capita, as compared with the 
U.S.A.’s 1,368, Great Britain’s 1,069, and even impoverished Austria’s 572. 
t is thus not surprising that the authors of the Czechoslovak Five-Year Plan are 
ttempting to raise the national income over the period from 1949 to 1953 by 
early 50 per cent. 
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was low partly because its most important source was agriculture,’ 
which is much less paying than industry, and partly because the 
agricultural productivity itself was very low. The author of a 
recent book on this subject, Mr Wilbert E. Moore,” has attempted 
to calculate the comparative level of regional agricultural produc- 
tivity in Europe. Weighing the quantities of agricultural commodi- 
ties produced according to a uniform set of value ratios, the ‘crop 
unit’, he calculated that the average 1931-5 European number of 
crop units per person dependent on agriculture was 43. Taking 
this number as European index=100, he has shown that while 
production of this sort, represented in European percentage, was 
354 per cent in Denmark, 319 per cent in the United Kingdom, 
220 per cent in Belgium, and 174 per cent in France, it was only 
105 per cent in Czechoslovakia, 78 per cent in Hungary, 49 per cent 
in Poland, 48 per cent in Rumania, and 47 per cent in Bulgaria. 

By making a comparison between a ‘reasonable’ European 
standard agricultural population and the total population, he 
claimed that Eastern Europe presented a high agricultural ‘surplus 
population’. In Bulgaria, for instance, the surplus was 53 per cent, 
in Rumania 51 per cent, and in Hungary 22 per cent. The conclu- 
sion of these hypothetical calculations would seem to be that the 
problem which confronts any economic policy for these countries 
is that of reducing over-population. 

But if one considers the agricultural production not per person 
but strictly economically, per hectare of agricultural land, one sees 
that in Eastern Europe it is not only the factor of over-population 
which causes economic maladjustment in the five countries under 
examination, but also that of under-production. This low produc- 
tivity was due in the past mainly to the low level of agricultural 
technique in these countries; while one of the main causes of the 
latter was low capitalisation. 

Even before the end of the war, the need for raising the standard 
of living in Eastern Europe was taking its place along with the 
other economic problems of the world. It was then supposed that 
after the war some solution could be found whereby the national 
production as a whole could be raised, through industrialization 
and agricultural improvement. 


THE COMMUNIST AGRARIAN POLICY 
When Communist régimes were imposed on the countries of 


1'The respective percentages of agricultural population and agricultural 
national income in 1930 were as follows: Poland, 60 and 39 per cent; Rumania, 
72 and 50 per cent; Czechoslovakia, 33 and 36 per cent; Hungary, §7 and 34 per 
cent; Bulgaria, 75 and 82 per cent. 

* League of Nations: Economic, Financial, and Transit Department: Economic 
Demography of Eastern and Southern Europe (Geneva, 1945). 
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Eastern Europe, large-scale economic programmes were put 
forward, which aimed at solving simultaneously the problems of 
post-war reconstruction and of the building of socialist States. 
They were conceived on almost identical lines. They considered 
both the industrial and the agricultural aspects of the problem. It 
is with the latter that the following pages deal, in an attempt to 
discover what the answers are which the Comecon gives to the 
ever-present question of the backwardness of agriculture. The 
direct answer is through a new agrarian policy, the indirect through 
industrialization. 

The first step seemed to be the institution of land reforms, which 
were completed in all five countries by the spring of 1946. In 
retrospect, this move was clearly a political one. It was applied 
without discrimination, and with the same fanfare, both in the 
three countries where it was applicable and in the other two where 
expropriation had long since taken place. For instance, the reform 
was presented identically in Hungary, where over 50 per cent of 
the land was in the hands of proprietors owning more than 50 
hectares and most of it was worked through tenant-farmers, 
and in Bulgaria, where the corresponding percentage was 1-6 per 
cent in 1939; and land was distributed among landless peasants in 
Hungary, where they represented 40 per cent of the agricultural 
population, in Czechoslovakia and Poland, where they formed 
15 per cent, and in Rumania and Bulgaria, where such a category 
was hard to find. Moreover, from a purely economic point of view, 
not taking into account social or moral justifications, land distri- 
bution results in a decrease in the total productivity of the land. 
\gricultural economics show this, not only in any comparison of 
Fastern and Western productivity and systems, but also within the 
Eastern sphere alone, where Hungary and Czechoslovakia, for 

stance, under a semi-feudal system had a higher rate of pro- 
ductivity than that of Rumania and Bulgaria, which were charac- 
terized by small and medium holdings owned by peasant 
proprietors.’ 

Communist experts were aware of this. Therefore their drive 
towards collectivization arose not only because their social doctrine 
was opposed to peasant properties and to the peasant class as a 
whole, but also because their applied economics taught them that 
ollective farming, with large estates such as are to be found in 
\ussia, provided the solution for intensifying agricultural pro- 
ductivity. ‘The campaign for the collectivization of agriculture, 
which is now getting under way, started in 1948. The satel- 


} 


Professor Mitrany’s book, Land and Peasant in Rumania, shows clearly the 


t between land distribution and land productivity in the light of the great 
1 reform inaugurated in Rumania in 1919-21. 
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lites were, in fact, to begin to follow in Russia’s footsteps.’ 

The reasons for which collectivization is doomed to failure in 
the Comecon countries are various. The first lies in the fact that in 
all these countries there is an awakened peasant class which differs 
from the Russian peasant class of the ’thirties by reason of its 
national unity and its inter-regional communications, and by the 
fact that for the past twenty years it had, to some extent at any 
rate, possessed some land of its own, its own social doctrine, its 
own political parties, its parliamentary representatives, and its own 
governments. ‘The second reason is to be found in the difference 
in density of agricultural population between Russia and the 
Eastern European countries. In Russia, collectivization meant the 
transfer of many millions of peasants, not only into the newly 
expanded industries, but also to agricultural land not previously 
cultivated. It cannot be assumed that the increased direction of 
population towards industry would alone suffice to absorb the 
surplus in Eastern Europe. No better demonstration of this delusion 
can be found than in some pages of Miss Doreen Warriner’s book, 
Economics of Peasant Farming :* 

In Russia the state of rural over-population was consistent with 
the existence of vast agricultural areas which could not be brought 
into cultivation, and natural resources which could not be exploited, 
owing to lack of capital. . . . But Eastern Europe has little or no 
uncultivated land and few mineral resources; the policy of a forced 
industrialization would therefore lack its foundations. . . . The main 
reason which promises success to the Russian plan is because it is a 
colonization programme, not merely a reorganization of farming 
methods, and Eastern Europe has no hope of dealing with surplus 
population in this way. 

It is now known that the resistance of the Eastern European 
peasants to the first attempts at collectivization has forced the 
Communists to review the situation. In Poland, it was announced 
on 18 June that the Government had decided to limit this year’s 
goal to the organization of some 200 co-operative farms, out of the 
target total of 7,400. In Rumania dispossessed farmers have formed 
a maquis against which the Government had to move in force 
during June, especially in the Banat. In Bulgaria, Chervenkov and 


1 It is remarkable that in the Baltic States proposals for collectivization put 
forward by eager Communists were condemned by Moscow as a Trotskyite 
deviation. J. Elsbergas, Director of the Soviet Department of Agriculture, was 
dismissed for stating publicly that the peasants should be free to decide for 
themselves whether to keep their individual holdings or to band together and 
form collective farms. It is only since 1948 that collectivization has appeared in 
all the Eastern European countries, and orders have been given to speed it up 
On 15 March 1949 the Rumanian Communist Party’s Central Committee 
passed a resolution that its task was now to undertake the socialist transformation 
of agriculture, as in the U.S.S.R. 

* Oxford University Press, 1939. 
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Kolarov presented a resolution to the Central Committee of the 
Communist Party which was adopted on 12 June and published on 
21 June. This resolution aims at appeasing the peasants and 
inducing them to forgive the drastic steps which Kostov initiated. 
‘Measures must be taken’, it states, ‘to promote the all-round 
development of our agricultural economy, increase the produc- 
tivity of agricultural labour, and undo the mistakes admitted 
in the setting-up of labour co-operative farms.’ In presenting 
the resolution Kolarov said that with regard to rural economy 
Kostov had carried out a policy which inevitably alienated the 
bulk of the medium and a considerable number of the small 
peasants from the Party. Yet, with or without collectivization, 
this does not solve the problem of economic maladjustment which 
characterizes these countries. It is therefore preferable to discuss, 
first, the general economic plans which were drawn up by the 
different countries, and which have been sponsored by the 
Comecon, and then the other drastic solutions which are hanging 
over the heads of the Eastern European peasantry under the guise 
of Communism. 


THE ECONOMIC PLANS 


The five economic plans of Poland, Hungary, Czechoslovakia, 
Bulgaria, and Rumania differ in detail but not in pattern. They 
differ in age: the first Polish plan was started as far back as 1946, 
while the Rumanian long-term plan is due to start only in 1950. 
They differ in length: the Hungarian is for three years, the first 
Polish plan for four, the second for five, as were the Czecho- 
slovak and Bulgarian plans, while the Rumanian was for one year 
only. Yet despite the varying time factor, the similar feature in all 
the plans is the proposed solution for agricultural problems, 
namely, the building-up of heavy industries as quickly as pos- 
sible, and the maintenance of agriculture at the same level as 
before the war, if not at a lower one. The following table shows, 
as a first indication, the figures of the percentage distribution of 
investment in the new plans?: 


Mining and Agri- Public 
Manufacture Transport culture Housing Services Others 
Poland 1947-49 39 24 13 9 II 4 
Czechoslovakia 1947-48 36 22 7 20 15 — 
1949-53 41 16 8 12 22 I 
Hungary 1947-49 32 27 9 12 20 —_ 
1950-54 49 17 — 7 10 ~~ 
, * ss 
Rumania 1949 47 21 9 21 2 
Bulgaria 1947-48 45 15 6 II 17 6 
1949-53 40° 19 13 + 


5 19 
*Including drainage, irrigation, and expenditure on livestock and fertilizers. 


‘United Nations: Department of Economic Affairs: Economic Survey of 
Europe in 1948 (Geneva, 1949). 
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The Polish Four-Year Plan states that the proportion of the 
population engaged in agriculture will be decreased by about 
8 per cent in favour of industry, and particularly of heavy indus- 
try. The Czechoslovak Five-Year Plan attempts to raise indus- 
trial output by 57 per cent and agricultural output by 16 per 
cent. The target of the Hungarian Plan is set at go per cent 
of pre-war agricultural production, but at 127 per cent of pre-war 
industrial production. In introducing the Rumanian Plan, 
Gheorghiu Dej said that ‘the decisive factor is the building up of a 
heavy industry’. In the Bulgarian Plan the proportion between 
industry and agriculture, which previous to the Plan was in the 
ratio of 30 to 70 per cent, must reach 47 to 53 per cent by 1953}. 

As will be seen from the following table, the figures of estimated 
net investment in fixed capital in the sector of agriculture and 
fisheries in respect of four of the five countries with which the 
present study is concerned show a negative result in the case 


of three of them.’ 
ESTIMATED NET INVESTMENT IN FIXED CAPITAL 
(in millions of dollars, 1938 prices) 
AGRICULTURE AND FISHERIES 


Bulgaria Czechoslovakia Hungary Poland 
1947 =—=Z3 — gy ong wong 
1948 —II —i19 —5 II 


The neglect of the agricultural sector is thus not accidental. It 
forms a policy. This policy is presented as one of switching 
over manpower from agriculture to industry, thus absorbing at 
least part of the surplus population, while at the same time 
augmenting the nation’s wealth and remedying its economic 
backwardness by increasing the national income with the rapidity 
provided by industry. 


WILL THE PLANS SUCCEED? 


There are two strong arguments in support of the contention 
that an economic policy such as that forecast by the Comecon Plans 


1 The disconcerting statistics published by Comecon prefer to give only per- 
centages, in which the index figure is constantly changed, so that the percentage 
is favourable or unfavourable as required. At the last session of the Economic 
Commission for Europe, Mr Warner, one of the U.K. delegates, protested 
against this habit. Pointing out that Bulgaria and Rumania, for instance, 
had published no production figures since November 1948, and no foreign trade 
figures since May 1948, he said that in all the Eastern European countries there 
seemed to be an unwillingness to publish statistical information indispensable 
for a complete picture of Europe’s economy. M. Philip, a French delegate, also 
protested about the publication of statistical information only in percentages. 
He said that his grandson had recently produced a second tooth, but that 
although he had increased his dental production by 100 per cent he still had 
fewer teeth than most people. The problem is of the utmost gravity. It was due 
to the refusal of Eastern European delegates to produce full statistics that twice 
the project of a scheme of East-West trade had to be abandoned. 

2? United Nations: Economic Survey of Europe in 1948, p. 51. 
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is taking a grave risk. The first is the danger of substituting projects 
for reality, of giving up a practicable present for a nebulous future 
which may or may not succeed. The result of the Comecon Plans 
taken as a whole might be that the new industries would not 
expand, or at least not adequately, the national income would not 
show the expected rise, while in the meantime the basis of agri- 
cultural productivity would have been damaged, if not destroyed. 
The second argument suggests that even given the best conditions 
the solutions put forward might prove inddequate to the gravity 
of the problem. 

But the main reason for fearing possible failure of these plans 
for speedy industrialization is that their implementation involves 
a choice between lack of capital equipment, in the event of 
autarky, or prohibitive competition with Western industry, in the 
event of a régime of free trade and international economic co- 
operation. 

It is an easy matter to develop an artificial industrialization 
behind a curtain of protectionism: for this purpose the Iron 
Curtain is ideal. It is significant that in four out of the five coun- 
tries industrialization increased greatly from 1930-31, when 
new tariff barriers were introduced in Europe as a result of the 
world crisis and of the currency difficulties which characterized 
that period. ‘Taking the industrial output of 1929 as index=1oo, 
the industrial output of Poland in 1939 was 120, that of Hungary 
126, of Rumania 132, and of Bulgaria 155. Czechoslovakia, on the 
other hand, showed a decline to 96 per cent, as she had previously 
enjoyed a more advanced state of industrialization and had not 
taken such radical steps to safeguard herself. An Eastern heavy 
industry in Europe, hermetically sealed against competition with 
its rival in the West and able only to sell its goods, inevitably 
expensive because of high production costs, within its own 
markets or possibly to Russia and China, could only hope to 
survive under very exceptional circumstances. 

Can such a new industry find behind the Curtain all the ele- 
ments it needs for its development, and, in particular, the neces- 
sary raw materials and capital equipment? If even in respect of 
raw materials the outlook is doubtful, it is undeniable that the 
Comecon countries are starved of capital—so much so that the 
under-development and backwardness of even their agricultural 
production, which needs less investment than industry, was due 
to lack of capital, without which they could not hope to rival the 
modern agriculture of the West. According to the United Nations 
Economic Survey of Europe in 1948, ‘the average rate of gross 
nvestment in fixed capital under the new Plans will be $4,000 
million per annum and may reach $5,000 million in the final 
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years of the Plans’. To show the magnitude of this annual figure, it 
is enough to say that it almost equals both the total of Europe’s 
imports from the United States in 1948", and the total post-war 
grants and credits accorded by International Agencies and Govern- 
ments to Asia and Latin America together.? 

Comecon countries, including Soviet Russia, have neither the 
capital nor the technical equipment to carry out such an extensive 
programme. As the Manchester Guardian (19 May 1949) points out 
in an article entitled ‘East Needs West’, ‘Russia’s satellites do 
genuinely want more trade across the Iron Curtain. They badly 
need both machinery from Western Europe itself and raw materials 
from the British Commonwealth. Trade with Russia has quite 
failed to take the part in their economy that the West, and Ger- 
many especially, used to do. The Russians cannot make enough 
capital goods both for their own needs and for the industrialization 
of Eastern Europe; it is, of course, the satellites who go without.’ 

Three examples are particularly indicative of Russia’s failure to 
provide the means of investment. First, from the speeches of Tito 
and his economic deputy it can now be clearly seen that one of the 
most profound causes of Yugoslavia’s secession lay in the revolt 
against Russia’s inability to help her to implement her Five-Year 
Plan. Secondly, according to United Nations figures, the fulfilment 
of investment within the respective Plans fell short of the target 
in both 1947 and 1948—in Poland by 11 and 1o per cent; in 
Czechoslovakia by 31 and 29 per cent; in Hungary by 8 and 10 
per cent; in Bulgaria by 38 and 19 per cent; and in Rumania by 
13 per cent. Thirdly, at the Conference of the Economic Com- 
mission for Europe in May* the Polish and Czech delegates openly 
requested trade exchanges with Western Europe, which would 
enable Comecon countries to import capital equipment; they also 
asked for a system of balance of payments. The Bulgarian dele- 
gate stated bluntly that his country could not make up her 
economic leeway within a reasonable period without increasing 
her imports, especially of machines and tools. 

Given the political, military, and economic situation which 
Russian foreign policy has created in Europe today, such requests 
were utopian. The British delegates, Mr Mayhew and Mr Warner, 
pointed out that such small capital investments as Britain could 
afford would go rather to Western Europe and the Common- 
wealth than to Eastern Europe, where production might be 
jeopardized by political measures. The representatives of the 
United States, Mr Harriman and Mr Porter, explained unequivo- 


1 United Nations: Economic Survey of Europe in 1948, p. 112. 

2 United Nations: Major Economic Changes in 1948 pS lang 1948). 
§ United Nations: Economic Survey of Europe in 1948, p. 174. 

* United Nations Documents E/ECE/SR4/1-25. 
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cally why in their view the Comecon plans were unlikely to suc- 
ceed, and would therefore not attract the necessary capital. To 
them, the unusually low proportion of investment in agriculture 
was the most disquieting feature. Increased investment in that 
sphere would be in the interests of Europe as a whole, especially in 
view of the fact that a comparatively high return could be realized 
on a relatively small volume of capital investment per worker 
employed. 

Refuting the argument that Western capital did not want to see 
the industrialization of Eastern Europe, one of the American 
delegates, Mr Porter, said that Eastern Europe must indeed be 
industrialized, but not at the expense of her agriculture. On the 
contrary, the countries under review might profitably explore 
more thoroughly the possibility of financing such undertakings by 
increasing their trade in primary products. Greater concentration 
on agricultural production for export would offer the advantage of 
providing the exporting country with the additional capital needed 
for industrial development. The economic history of the United 
States, Canada, and Sweden proved, Mr Porter concluded, that a 
country could become highly industrialized and still remain an 
important exporter of raw materials and food. 

Indeed, it can well be argued that the sound economic policy 
for the Eastern European countries today lies in the intensification 
of agricultural productivity by technically improved methods. This 
is especially true at a moment when agricultural markets are better 
than industrial ones, when large sums of capital are ready to be in- 
vested in areas in which confidence could be placed, and when any 
prospects of international planning are based on regional speciali- 
zation. It is only by employing on an unprecedented scale the 
existing manpower and natural resources of the nations that the 
surplus population can be absorbed and that the real national 
income can be increased. 


ERROR IN THE PLANS 


Here, we may take once again the example of the Polish Plan. 
In this Plan at least, figures are adduced to show that one of the 
goals of the new economic policy is the absorption of agricultural 
manpower. In the Hungarian, Bulgarian, and Rumanian Plans, 

1 the other hand, no attempt is made to estimate the percentage 
of this absorption by the end of the Plan’s completion. ‘The Polish 
Plan therefore affords the best illustration of the Comecon thesis, 
both for this reason and also because of the reduction of population 
which Poland suffered as a result of the war and the territorial 
changes. Official statistics put the total population of Poland in 
(947 as only 24 million (as against 35 million in 1938). But the 
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proportion of farming to non-farming population remained un- 
changed, at 55 per cent of the total. The planned reduction of 
manpower in the agricultural sector by 1-4 per cent per annum, to 
reach a total of 8.5 per cent in 1955,’ will not modify the percent- 
age of agricultural surplus population except within these narrow 
limits. 

At the same time, the agricultural national income would also 
suffer a reduction from nearly 39 per cent to 27 per cent, owing 
to the labour withdrawn from this field of production. According 
to the authors of the Plan, this reduction would not lower the 
general national income; the increase of 10 per cent registered in 
the industrial national income would raise the total national 
income by 14 per cent above the pre-war level. But in a State- 
controlled economy, and especially during the period of embryo 
industrial investment, the net national product is reinvested at 
once. The Polish State will then be faced with a poorer, less 
productive, and proportionally more unemployed peasantry, 
while at the same time continuing to build up its costly industry. 
On the other hand, the demographic balance and the social 
equilibrium of the national economy will be even further destroyed 
by the economic process in which fewer people will give to the 
community greater wealth than before, while greater numbers 
will be completely deprived of any social and economic contribu- 
tion. 

Were the increase in industrial output to be paralleled by an 
increase in agriculture, while maintaining the change-over in 
manpower, it still seems unlikely that the Plan would be able to 
solve the problem because of its fundamental disregard for such 
considerations as real national productivity, the social aspect of 
the region, and a sound European and world commercial policy. 
But by a planned reduction of employment in that sector of the 
population which, by its involuntary unproductiveness, has in 
any case always been a burden upon the economy of these countries, 
the Comecon is taking the greatest risks. What will the Polish 
State do with its peasants who are barred from national production’ 
What will the Comecon do with at least more than ro million 
unwanted peasants? How many generations, how many successive 
plans, will be needed before their final absorption? According 
to the secret protocol to the Pact for the Council for Mutual 
Economic Assistance, the Soviet State Planning Committee will 
‘co-ordinate’ the economic planning of member countries for the 
next twenty years. Will even this optimistic timing be enough! 
The palliative solution of the labour camps becomes an increasing 
probability. 

1 United Nations: Economic Survey of Europe in 1948, p. 204. 
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The Plans, in fact, are misdirected in aiming at a big transfer of 
population from agriculture to industry. For on the one hand, it is 
doubtful whether the resources necessary for the contemplated 
industrial expansion will be available to them within any reason- 
able time; while, on the other hand, it is by no means to be taken 
for granted that the existing agricultural population cannot be 
absorbed by agriculture, given the improved methods that will be 
open to it. In any case, it seems apparent that the Plans as they now 
stand serve predominantly the interests of Soviet Russia rather 
than of the countries they purport to benefit. 


G.L. 











